





“te Real Estate 
ANALYST Fk EBRUARY 29 


APPRAISAL BULLETIN 


(C) by ROY WENZLICK & CO., 1956 Number 9 





2 all ¢ stale ¢ comomisls, « Appraisers and ( ounseloes 





N the course of preparing our December Appraisal Bulletin, * Bowling - Big Business, and 

Getting Bigger,” we were impressed by the fact that a good many lenders are rather cool 

toward financing bowling alleys. We have discussed this fact with a number of lendersin 
person, and through the mails, and will agree that they have good reason for their reluctance. 
However, bowling alleys for the most part represent excellent loan prospects. Why, then, this 
seeming paradox? If bowling alleys represent such a red-hot investment, why are lenders so 
backward about financing them? 


There are three primary reasons. First of all, nearly all lenders have had all they could 
take care of in handling the unprecedented demand for home loans. In the second place, a 
bowling alley building is something of a special-purpose building, and if the enterprise goes 
under, a conversion job usually has to be done before the building can be leased to another 
tenant. Lenders as a matter of policy usually shy away from loans of this type. In the third 
place, bowling organizations and bowling equipment manufacturers have done a magnificent 
job in promoting the game. However, some of their enthusiasm in promoting bowlers has spilled 
over into their efforts to promote the bankers, and this is a case where two birds require two 
stones. The same type of promotion that has brought a sustained flood of bowlers on to the 
Nation’s overworked alleys is not the factual stuff that convinces bankers. Most lenders know 
very little about bowling alleys, and with so many other good loan applications to process, they 
haven't the incentive or the time to dig out the facts they need to make them as enthusiastic 
about the industry as those who work at it for a living When they have some money not com- 
mitted to home loans, it is easy to put it to work in a prime supermarket or variety store. 


Asa result, most lenders don't finance bowling alleys, and those that do follow a quite 
conservative loan policy. They vary in minor instances, but the followi ire typical require- 
ments: 


Loan limited to 50%, although up to 60 
Amortize in 10 years, although up to 15 y 
Rate about a point higher than other comme: 


Analysis of the location and recommendat) 
ment manufacturers 


Experienced operator 


League bowling signed up 
week night. 


Chattel mortgage on the equipment coy 
accruing equity 


Air-conditioning and adequate parkin; 


No assignment of liquor license withou 











10. In some instances only, lenders will definitely favor those loans 
where the operator will install fully automatic pinsetting equipment 


it. Most of it is pretty cut and dried, but some of the points can stand elaboration. For exam- 
ple, the recommendation of the equipment manufacturer should carry enormous weight. They 
frequently have a8 much, if not more, in the deal than the lender on the real estate. Further- 
more, at least one equipment house, Brunswick-Balke-Collender, is as old and venerable as 
99> of the lending institutions in the country. In its 110-year history it has piled up an enviable 
sales record, and has a loss ratio that is phenomenal by any standard. Since 1937 it has sold 

han $90 million worth of bowling alleys, and its total percentage loss is less than 15/100 

In no year did its losses reach 1%, and in 5 of the 19 years its losses were nil 


While we think this policy is on the conservative side, we would certainly not quarrel with 


While lenders appear to be on steady ground when they insist on an experienced operator, 
this is frequently not the case. There are all kinds of experience and a lot of the older operators 
have had too much of the wrong kind. To doa really good job in the bowling alley business has 
alway illed for a man of good judgment and sound business sense. On the other hand, there 

ave b few fields where a mediocre man could stay afloat longer. Too long at the game may 

“asily 1 too many old ideas not in tune with a business where the atmosphere and clientele 

“ave changed so radically. Running a bowling alley today is not the beer and skittles it used to 
of experience are as often as not more of a liability than an asset 


ce that some lenders show to the proprietor who installs fully automatic pin- 

nd that will grow There is no machine that will perform with the tomplete 

a thoroughly trained and competent pinboy. However, the virtual disappearance 

who meet these specifications has made the machine a necessity to the continued ex- 

lustry. The chief objection to pinboys is that they are undependable. In fair- 

a wood many alleys operate at odd hours when most people had rather 

vii pins. Other objections are that in many cases they are slovenly in their 

appe ds i, and entirely without manners. This last shortcoming is usually mani- 

fested by yell | talking back to the bowlers for not bowling fast enough. A wild bunch 

of pi wht have been tolerated, or even considered an asset, in the older and galtier 

days loday, however, wives, sweethearts and daughters have moved into the game and have 
helped e it a respectability not in keeping with the old rowdyism 


Fully automatic pinsetters are sold by two companies. AMF Pinspotter, Inc. , was first in 
the field with its AMF Automatic Pinspotter. This machine is leased, not sold. The propri- 
etor pays for the installation at about $500 per alley and pays a sliding scale rental. AMF 
points out that rents have been reduced three times in three years. Present scale calls for 
i minimum of $600 per year on each machine. This is based on a rental of 10¢ per game until 
$1,000 rental has been paid. The rent then drops to 9¢ per game for the next 2,000 games, 
then 8€ per game for all over that. AMF now has about 10,000 machines installed. 


v¢ Brunswick machine, which will be made and serviced by the Otis Elevator Company, is 
quantity production. This, too, is a fully automatic pinsetter, but will be sold in- 

The price will be $7, 700 per machine, and Brunswick will sell for $500 down 

with a payoff 12¢ per game. Estimates are that it will take from four to seven years to pay 


1utomatic pinsetters eliminates the problem of the pinboy, and allows bowling on a 

The heaviest bowling hours are from five in the afternoon until eleven at night 

blishments. However, with automatic pinsetters it is easy to open the alleys for 
wline for women and afternoon bowling for school kids 


see how important this is, one need only look at the growth in the number of women and 
wlers. Starting with 40 women in 1917, the Women’s International Bowling Congress 
rewistration of 82,000 in 1940, to 250, 000 in 1946, and to 706,000 in 1955. This is 
{the women who bowl, because many who do are not registered with the WIBC. In 























1946 the American Junior Bowling Congress numbered 9,000 members. Today its member- 
ship is 100,000. This growth is all the more remarkable when one remembers that the AJBC 
loses a good number each year as its members graduate from high school. 


For a longer range view on the growth of bowling, consider the annual American Bowling Con- 
gress Tournament. In 1901 its 41 teams bowled for three days in six alleys for $1, 600 in prize 
money. In 1955, 5, 825 teams bowled for 72 days on 38 alleys for $428, 000 in prize money. 


The true story of the astonishing growth of bowling into big business has been largely one of 
smart, high-grade promotion. To be sure, the vital ingredients of population increase, more 
leisure time and higher incomes have been present throughout the period of greatest expansion, 
but had these not been blended with skillful promotion, the growth would certainly have been less 
spectacular 


The promotional! efforts have received their impetus and guidance from the bowling organi- 
zation and the equipment companies. A great deal of the actual work has been done by the pro- 
prietors. In many cases it has been as simple and direct as ringing doorbells and asking people 
to bowl. All forms of advertising have been used - car cards, radio, TV, outdoor posters, and 
direct mail. Proprietors have conducted tournaments, given prizes, premiums, cut prices 
during slack hours, and run bowling clinics to help beginners. The bowling equipment companies 
have sent groups of all-star bowlers around the country to give exhibitions and hints on the 
proper way to bowl. The ABC Tournament visits a different city each year and sets up new 
alleys (32 to 40) for a two- to three-month contest. Entries come from all over the country, 
and local businessmen have estimated that this tournament is worth between $3 and $4 million 
in new business. The bowling proprietors hold their All-Star Tournament in Chicago each year, 
and the Women’s International Bowling Congress also holds an annual tournament. Like all 
Sporting events, these tournaments receive unstinted support from the local newspapers, and 
recently national TV coverage has been added. Like all good promotion programs, the efforts 
have been consistent and continuous. 


The equipment companies also furnish the proprietors with elaborate promotion kits filled 
with hints and “Do-it-yourself” aids. They supply them with give-aways, suggest advertising 
methods, provide film strips for local TV and theater advertising, write sample speeches for 
them to deliver before various clubs and organizations, show them how to conduct bowling con- 
tests, and even write their advertising copy. In addition, the equipment companies regularly 
conduct schools for proprietors where they are given a course in bowling alley operation that 
ranges from the maintenance of pins up through accounting methods, merchandising, customer 
relations, and the collection and dispersal of prize money. No details are overlooked and no 
questions go unanswered. 


Along with this strenuous promotion has been a determined and successful effort to make 
the game socially acceptable to women and children. In many localities, until recently, bowling 
was considered an appropriate recreation only for men and older boys. The atmosphere of the 
older alleys was almost as masculine as the 1890 saloons. Asa result, most women stayed 
away from them. During the past 20 years, and particularly since 1946, the drab interiors 
have given way to modern chrome and pastels. The old benches have been replaced by plush 
settees. Noise that would rouse even a Rip Van Winkle has at least been partially deadened, 
and heat and cigar smoke are whisked away by modern air-conditioning and ventilating. In 
short, surroundings that were endured by male bowlers only because they loved the game have 
been transformed into an atmosphere of comfort and pleasure where entire families now spend 
their recreational time and money. 


As we pointed out in the December bulletin, the future of the industry is bright. Proven 
promotion efforts will continue to be directed at bowlers of all types. Some of the potential to be 
more vigorously exploited are housewife leagues for morning bowling, and mother-and-daughter 
leagues for afternoon bowling. Needless to say, the AJBC will continue its efforts to add to 
the already sizable number of high school bowlers. Between 3 and 4 million youngsters will 
reach potential bowling age each year. Eventhe FHA, which apparently has something for 




















everyone, has decided to help. This agency has now been authorized to insure loans to both 
public and private nonprofit colleges to provide student union buildings. In addition to hotels 
and libraries, student union buildings nearly always house indoor recreation facilities, and 
several universities have student union buildings equipped with large and handsome bowling 
alleys 


One strong indication that more bowling alleys are needed may be found in this comparison. 
Since 1946 the estimated number of bowlers has increased from 15.5 million to 21 million, an 
increase of 35%. In the same period the number of alleys has risen only 14%, from 75, 000 to 
85,500. This means that the present alleys are being used much more extensively than they 
were in 1946. This can be confirmed by anyone who tries to find an open alley some evening 
after dinner. Unless he is a member of a team scheduled for that evening, he usually has a 
considerable wait 


As previously mentioned, the location of a bowling center is not so critical a choice as is 
the spotting of a supermarket or variety store. Common sense dictates most of the rules. The 
location must have accessibility to large groups of people, preferably middle income groups, 
say from $4,000 per year to $8,000 per year family incomes. Best locations are in the middle 
class suburbs near a high school and with good accessibility via main thoroughfares. Parking 
should run about 100 spaces for a 16-lane center. Next best location is probably in a heavily 
developed industrial area. The size of the operation is not particularly critical in the big bowling 
cities of Chicago, Detroit, Milwaukee, Minneapolis and St. Louis. Bowling is so popular in 
these cities that at present the size of new establishments is limited by the amount of money 
the proprietor wants to spend rather than by a market survey of the potential demand. For the 
present, anyway, virtually any well-located center will be a success regardless of its size. 
In other large cities the proprietor and lender will do well to follow the advice of the equipment 
manufacturers. A rule of thumb for small towns is to install one alley for each 1, 000-1, 500 
population. Like all generalizations, this one can be made to look foolish. For example, a 
proprietor in a small lowa town was so successful in his promotion that one out of every three 
adults in the town is now an enthusiastic bowler. Such promotional skill and energy are rare, 
however, andthe rule of thumb of one alley to each 1, 000-1, 500 people seems more reasonable. 


A shopping center is frequently a prime spot for a bowling operation. It helps draw people 
into the center during those hours when the other businesses are operating at considerably less 
than peak. It can be situated in the least favorable spot in the center. Even a basement loca- 
tion is perfectly satisfactory if an attractive entrance is provided 


While the boom in bowling has benefited nearly everyone in the industry, it has brought with 
it the inevitable problem of competition. For this reason the management of bowling alleys will 
become increasingly important. As in any other service business, the customers will have to 
be given good service and courteous treatment or they will go elsewhere or, if neophytes, even 
give up the game 


The operation of a $100, 000 real estate investment plus another $175, 000 to $200, 000 worth 
of equipment demands up-to-date business methods, first-class service, and modern accounting 
practices. For this reason, most of the old proprietors will drop out or be forced out unless 
they can switch quickly to the new ideas and adjust to the new climate 


So, while the future of the bowling industry appears to be one olf expanding prosperity, and 
bowling establishments will generally be prime long-term investments, the success of each in- 
dividual center will depend more and more on the quality of its management rather than merely 
the experience of the operator. Regardless of the importance of the new pinsetting machinery, 
and the allure of the comfortable and attractive buildings, the pressure of increasing competition 
is going to demand topnotch service and consistent promotion from the successful proprietor. 


TOM McREYNOLDS 











